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Key Issues 
Land Use Services Reserves and General Fund Support 

The Land Use Services (LUS) program administers Title 33 of the City Code, which implements 
the goals and policies of the City’s Comprehensive Plan. The program’s estimated FY 2017-18 
costs are projected to be $16,231,459; of this amount, 85% is funded by program revenues, 7% 
is funded by the General Fund, and the remaining 9% is drawn from program excess reserve. 

Land use fees are governed by Oregon Revised Statute 227.175 and the development services 
fee was adopted by Council via Ordinance # 178953 in 2004. The development services fee was 
created to assist BDS in solving critical funding issues in LUS. General Fund resources have also 
been allocated to LUS since FY 1999-00 to assist in addressing a program deficit and to render 
land use fees more affordable to developers. There has not been a program deficit in the last 
five fiscal years, nor is one forecasted in the current year or in the immediate future; yet the 
program continues to receive a General Fund subsidy of over $1 million. 

While LUS suffered significant funding deficits in prior years due to the decline in construction 
activities, the economy has rebounded, and LUS has experienced unprecedented growth. The 
program last increased fees in FY 2013-14, and no fee increase is projected in the next five 
years. In FY 2016-17, BDS increased the program reserve goal to 50% of estimated total costs, 
and is projected to exceed that goal by $5.4 million. Excess reserve is reduced to $2.8 million in 
FY 2017-18, as the bureau forecasts total costs to increase by 16.4% as a result of new positions 
and work on the Portland Online Permitting System (POPS). Program revenues are anticipated 
to decrease by 2.9% as a result of the Inclusionary Zoning (IZ) policy adopted by Council in 2017. 
The forecasted level of reserve is 18 percentage points above the 50% reserve goal. Based on 
the latest five-year financial plan, LUS is fully reserved at 50% of estimated total costs well into 
the near future. 
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If the General Fund subsidy is eliminated and all other program costs and revenues stay the 
same, program reserve balance would equal 61% of costs in FY 2017-18 but decline over the 
ensuing four years to 9% of costs in FY 2021-22. The needed level of reserves is premised on the 
projected required expenses.   

A Financial Advisory Committee (FAC) has met annually since 2010 to review the bureau’s 
financial projection; however, for FY 2017-18 as in previous years, the committee only reviewed 
the bureau’s projected revenues and did not address projected expenses. Additionally, the IZ 
laws are new and their long-term impact on the bureau’s revenues and expenditures are 
unknown. And finally, the estimated cost of POPS in FY 2017-18 and FY 2018-19 is also unknown 
at this time as the project is still in a discovery stage until June 2017. 

Based on the above findings, and the City’s financial policy (FIN 2.06) that directs bureaus to 
strive for cost recovery where possible, CBO offers the following recommendations: 

1. The General Fund allocation of $1,058,872 in LUS should be returned to the General Fund, 
because the program is now fully reserved with no significant risk to its fiscal stability in the 
immediate future. This decision would allow Council to use this resource to address other 
more urgent and pressing needs in the City. 

2. Council should direct the Financial Advisory Committee to review the projected revenues and 
expenditures of all programs, along with the assumptions used in the forecast, so that the 
committee can issue its opinion on the entire BDS five-year financial plan document. This 
effort would lend a much higher degree of credibility to the bureau’s financial plan, allowing 
Council to make financial and programmatic decisions related to BDS with a higher level of 
confidence. 
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Performance Measures and Government Accountability, Transparency, and Results Findings 

BDS continues to experience dramatic workload increases and is challenged to keep pace with 
demand: while the bureau has been able to increase performance in a number of its workload 
performance measures, the bureau did not meet targets in any of its Key Performance 
Measures in FY 2015-16. BDS has requested and received authorization to hire nearly 100 new 
FTE in the last two fiscal years, but has experienced difficulty staffing up quickly due to 
challenges with recruiting qualified personnel, long recruitment times, and long training 
processes. 

On January 19, 2017, Mayor Wheeler convened a Government Accountability, Transparency, 
and Results (GATR) session with BDS, the Housing Bureau, and other development review 
bureaus to discuss ways to accelerate the housing development process and reduce costs to 
meet the City’s goals for increased housing supply. The session highlighted and sought to 
address challenges that the City faces with regards to meeting land use and permitting review 
timelines. Data covered in the session showed that certain permit review types meet the state-
mandated 20-day target for first review less than 50% of the time. Potential process 
improvements to create a greater framework of accountability between development 
customers and City service providers might build upon strategies that have successfully sped 
land use and permitting review for City-financed affordable projects.  

BDS, in partnership with the Bureau of Planning and Sustainability, is in the process of 
releasing a report detailing recommended improvements to the design review process (a 
component of land use review). As a follow-up to the GATR session, the Mayor has tasked 
CBO and the Office of Management and Finance (OMF) to work with development bureaus 
to identify ways to reduce development costs and timelines – specifically by looking at 
reducing review fees and by implementing potential short- and medium-term process 
improvement strategies suggested by the bureaus. CBO, OMF, BDS and its partner bureaus 
(including Transportation, Environmental Services, the Water bureau, Fire & Rescue, Parks 
& Recreation, and the Housing bureau) will provide recommendations to the Mayor and 
Council by April 7, 2017. 

Information Technology Advancement Project (ITAP)/Portland Online Permitting System (POPS) 

BDS continues its efforts to replace the current and outdated permitting system (TRACS). The 
bureau began efforts with the Information Technology Advancement Project (ITAP) in 2010. The 
total ITAP project budget was estimated at $11,840,828 and the timeline for completion was 
originally planned for December 2015. 

The project experienced multiple delays during its initial stages and in June 2016 BDS officially 
parted with the project contractor and made several changes to the project management 
structure. In October 2016, BDS and the Bureau of Technology Services (BTS) retained the 
consulting firm Virtue Information Executives (VIE) to provide an evaluation of the current state 
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of ITAP and to recommend the next steps towards the successful implementation of the 
project. 

VIE recommended an immediate stop to the current project activities and the commencement 
of a discovery phase to re-assess the project scope and timeline. The consultant also 
recommended major changes in several key areas such as: Project Leadership and Governance, 
Project Management, Vendor Management, and Enterprise IT Governance.  

BDS and BTS have begun implementing these recommendations. By the time ITAP was stopped, 
the bureau has spent $9,782,611 or 83% of the project budget. BDS started the new discovery 
phase in January 2017 funded by the remaining balance of the ITAP project.  

As part of the efforts to implement the changes recommended by the consultant, a new 
project, Portland Online Permitting System (POPS), has been launched. The ITAP project was 
financed by BDS internal reserves; future costs to implement POPS will also be funded in a 
similar fashion. 

Neighborhood Inspections Program 

The Neighborhood Inspections Program (NIP) supports the Citywide goals to protect and 
enhance natural and built environment and to maintain and improve neighborhood livability. In 
FY 2017-18, the program costs are estimated at $4,927,767; 70% of the costs are funded by 
program revenues, 19% are funded by General Fund and the remaining is funded by program 
reserve. BDS has offered to take the required 5% General Fund reduction, $105,887, in the NIP 
by reducing funding for the nuisance abatement program by 25%.  Also in FY 2017-18, the 
bureau projects a program excess reserve of $1,042,302 and no fee increase projected in the 
next five years. 

A budget note in FY 2016-17 directs BDS to make a one-time General Fund transfer of $664,710 
from LUS to NIP to fund five Housing Inspector positions. These are ongoing positions, two are 
assigned to the Extremely Distressed Properties Enforcement Program (EDPEP) and the 
remaining three are assigned to the Enhanced Rental Inspection Program.  

BDS has informed CBO that starting in FY 2017-18, the above five positions will be absorbed in 
the bureau’s five-year financial plan with ongoing funding in NIP. CBO supports this decision. 

Rental Inspections Fee 

In FY  2015-16, BDS requested ongoing General Fund resources to fund three inspector 
positions in the Enhanced Rental Inspection Program within the Neighborhood Inspections 
Program. Instead, Council approved the use of one-time program reserve as a funding bridge 
for these positions and directed BDS to work with Portland Housing Bureau (PHB) to develop 
recommendations regarding the feasibility of a rental inspection fee to support the current 
Enhanced Rental Inspections Program, including an enhanced model of rental inspections and 
increased landlord and tenant outreach. The note specified that BDS and PHB should present a 
recommendation to Council for consideration by January 2016; as part of the FY 2016-17 Fall 
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Budget Monitoring Process (BMP), BDS reported that the two bureaus are still working on the 
above fee and will present a joint comprehensive recommendation to Council. No timeframe 
for the above recommendation was presented in the BMP report. 

The Neighborhood Inspections Program is fully reserved at 50% of estimated total costs well 
into the foreseeable future, FY 2020-21, as shown in the table below. 

 

 
 

Decision Package Analysis & Recommendations 
Mandatory 5% General Fund Cut, Dec Pkg #DS-01 ($105,887)   

BDS proposed to take the 5% General Fund reduction, $105,887, by reducing the nuisance 
abatement services in the Neighborhood Inspections Program. The reduction will result in 52 
fewer nuisance abatements completed in FY 2017-18; this is approximately 28% of total 
nuisance abatements performed in FY 2015-16. Nuisance abatements are typically necessary in 
low income neighborhoods with communities of color, immigrant, and/or refugees who are 
unable or unwilling to maintain their properties in compliance with nuisance standards.  

In FY 2017-18, the bureau projects a program excess reserve of $1,042,302 (19 percentage 
points over the 50% reserve goal) and no fee increase is projected in the next five years. 
Following the assumptions in the five-year financial plan, the bureau could use reserves to 
backfill this general fund reduction for the next four years before falling below the bureau 
reserve goal by 8 percentage points. Given the financial strength of the Neighborhood 
Inspections Program, CBO recommends that the reduction should be taken; but recommends 
that BDS use the program reserve to backfill the cut to avoid the negative impacts to the public 
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in the short term, and the bureau re-evaluate program needs once excess reserves are 
diminished. 

CBO Recommendation: ($105,887) 

Eliminate GF Subsidy for Land Use Services, Dec Pkg #DS-02, $0   

Land Use Services program is funded by Land Use fees and Development Services fee. Council 
started allocating General Fund resources to the program in FY 1999-00 to provide financial 
assistance while it was experiencing funding deficit. While the program suffered significant 
deficits in prior years due to the decline in construction activities, the economy has rebounded, 
and LUS has experienced unprecedented growth. There has not been a program deficit in the 
last five fiscal years, nor is one forecasted in the current year or in the immediate future; yet 
the program continues to receive a General Fund subsidy of over $1 million. 

As a result, CBO recommends that the General Fund allocation of $1,058,872 in LUS should be 
returned to the General Fund, because the program is now fully reserved with no significant risk 
to its fiscal stability in the immediate future.  

CBO Recommendation: ($1,058,872) 
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Bureau Budget Summary – Request and Recommendations 
Adopted Request Bureau CBO Total

FY 2016-17 Base Decision Recommended Recommended
(A) Packages (B) Adjustments (C) Revised (A+B+C)

Resources
Budgeted Beginning Fund Balance 62,159,090$    80,291,247$    80,291,247$    
Licenses & Permits 37,282,949       41,005,193       41,005,193       
Charges for Services 15,909,098       17,007,502       17,007,502       
Interagency Revenue 1,116,021         1,256,424         1,256,424         
Fund Transfers - Revenue 2,117,744         2,117,744         (105,887)           (1,058,872)       952,985            
Miscellaneous Sources 3,459,447         3,677,674         3,677,674         
Total Resources $122,044,349 $145,355,784 ($105,887) ($1,058,872) $144,191,025

Requirements
Personnel Services 39,220,130$    42,509,184$    42,509,184$    
External Materials and Services 2,887,657         5,057,895         (105,887)           4,952,008         
Internal Materials and Services 10,030,231       11,450,369       11,450,369       
Capital Outlay 1,611,117         
Debt Service 1,165,052         1,270,656         1,270,656         
Fund Transfers - Expense 1,734,257         1,908,947         1,908,947         
Contingency 25,395,905       33,158,733       (1,058,872)       32,099,861       
Unappropriated Fund Balance 40,000,000       50,000,000       -                    50,000,000       
Total Requirements $122,044,349 $145,355,784 ($105,887) ($1,058,872) $144,191,025   
 

The Beginning Fund Balance shows a sharp increase from FY 2016-17 Adopted Budget to FY 
2017-18 Base reflects the large estimated reserve accumulated at the end of the fiscal year. The 
increase in revenues from Licenses & Permits and Charges for Services is due to the robust 
economy, particularly in the construction industry. The increase in Personnel Services and 
External Materials & Services is due to additional resources needed to address workload 
increase caused by the uptick in the economy. There is no capital outlay budgeted for FY 2017-
18 due to the stopping of the Information Technology Advancement Project (ITAP) discussed 
above. The Fund transfers – Revenue and Contingency are reduced by $1,058,872 due to 
budget reduction package DS_02 to eliminate the General Fund allocation to LUS as discussed 
above. 
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City of Portland
Decision Package Recommendations

Gen Fund
1-Time

Gen Fund
Ongoing

Other
Revenues

Total
Expenses

Bureau
Priority FTE

(Includes Contingency and Ending Balance)
CBO Analyst Recommendations

Gen Fund
1-Time

Gen Fund
Ongoing

Other
Revenues

Total
ExpensesFTE

Bureau of Development Services

 Reductions

0DS_01 - Mandatory 5% General Fund Cut (105,887) 0 (105,887)01 0.00 0 (105,887)(105,887) 00.00

0DS_02 - Eliminate GF Subsidy of Land Use Program 0 0 0NA 0.00 0 (1,058,872)(1,058,872) 00.00

0 (105,887)0(105,887)Total Reductions 0.00 (1,164,759) 0 0 (1,164,759)0.00

Total Bureau of Development Services 0 (105,887)0(105,887)0.00 0 (1,164,759)(1,164,759) 00.00
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